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DEFINITIONS 


Questioned  Cost.  A  cost  OIG  questions  because  of: 

•  an  alleged  violation  of  a  provision  of  a  law,  regulation,  contract,  grant,  cooperative 
agreement,  or  other  agreement  or  document  governing  the  expenditure  of  funds; 

•  a  finding  that,  at  the  time  of  the  audit,  the  cost  is  not  supported  by  adequate 
documentation;  or 

•  a  finding  that  the  expenditure  of  funds  for  the  intended  purpose  is  unnecessary  or 
unreasonable. 


Disallowed  Cost.  A  questioned  cost  that  management  sustains  or  agrees  is  not  chargeable  to  the 
government. 

Funds  To  Be  Put  To  Better  Use.  A  recommendation  by  OIG  that  funds  could  be  used  more 
efficiently  if  management  took  actions  to  implement  and  complete  the  recommendation, 
including: 

•  reductions  in  outlays; 

•  deobligation  of  funds  from  programs  or  operations; 

•  withdrawal  of  interest  subsidy  costs  on  loans  or  loan  guarantees,  insurance,  or  bonds; 

•  costs  not  incurred  by  implementing  recommended  improvements  related  to  the 
operations  of  the  establishment,  a  contractor,  or  grantee; 

•  avoidance  of  unnecessary  expenditures  noted  in  preaward  reviews  of  contract  or  grant 
agreements;  or 

•  any  other  savings  which  are  specifically  identified. 

Management  Decision.  Management's  evaluation  of  the  audit  findings  and  recommendations 
and  the  issuance  of  a  final  decision  by  management  concerning  its  response  to  the  findings  and 
recommendations,  including  necessary  actions. 

Final  Action.  Final  action  means: 

•  the  completion  of  all  actions  that  management  has  concluded  are  necessary  in  its 
management  decision  with  respect  to  the  findings  and  recommendations  included  in  an 
audit  report;  and 

• 


in  the  event  that  management  concludes  no  action  is  necessary,  final  action  occurs  when 
a  management  decision  is  made. 


EXECUTIVE  SUMMARY 


Background 

The  Secretary's  Management  Report  to  Congress  is  required  by  the  Inspector  General  Act 
Amendments  of  1988.  The  Amendments  require  that  the  Secretary  report  on  the  status  of 
management  decisions  and  final  actions  taken  on  audit  recommendations.  This  is  the  17th  report 
issued  by  the  Department  of  Agriculture  (USDA)  and  covers  the  6-month  period  April  1,  1997, 
through  September  30,  1997.  The  report  reflects  management's  implementation  of  audit 
recommendations  contained  in  audit  reports  issued  by  the  USDA  Office  of  Inspector  General 
(OIG)  and  explains  why  action  on  audits  remains  incomplete  one  year  from  the  management 
decisions.  It  complements  the  OIG  Semiannual  Report  to  Congress  which  includes  data  on  audit 
reports  issued  and  the  status  of  management  decisions  made  during  this  6-month  period. 

Universe  of  Audits 


Over  the  past  6  months,  the  Office  of  the  Chief  Financial  Officer  (OCFO)  monitored  and 
analyzed  486  audits  with  3,767  recommendations.  These  audits  contained  approximately 
$136,912,676  in  costs  that  management  determined  should  not  be  charged  to  USDA’s  programs 
(disallowed)  and  approximately  $1,385,275,487  in  funds  which  management  agreed  could  be 
used  more  efficiently  (funds  to  be  put  to  better  use),  as  well  as  a  number  of  non-monetary 
recommendations. 

Final  Actions 


Management  completed  action  on  106  audits.  Of  these  audits,  52  had  disallowed  costs, 

14  had  funds  to  be  put  to  better  use,  and  95  had  non-monetary  elements.  Some  of  the  106  audits 
included  elements  from  more  than  one  of  these  categories. 

Disallowed  Costs  -  Management  completed  action  on  139  recommendations  which 
contained  costs  that  should  not  be  charged  to  USDA  programs.  As  a  result,  $4,715,063  was 
recovered  in  disallowed  costs  and  $1,650,060  was  written  off  in  funds  that  management 
determined  to  be  uncollectible  due  to  bankruptcies,  excessive  cost  of  collections,  legal  decisions, 
or  terminations  in  program  participation. 

Funds  To  Be  Put  To  Better  Use  -  Management  completed  action  on  23  recommendations 
with  $139,002,476  in  funds  they  determined  could  be  used  more  efficiently  and  determined  that 
$56,528  could  not  be  used  more  efficiently. 

Non-Monetary  -  Management  completed  action  on  571  recommendations  which  were 
administrative  in  nature. 
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Audits  Without  Final  Action 


As  of  September  30,  1997,  380  audits  containing  approximately  3,034  recommendations 
are  without  final  action.  These  audits  contain  $129,490,128  in  disallowed  costs  and 
$1,246,273,01 1  in  funds  which  management  agreed  could  be  put  to  better  use. 

One  Year  From  Management  Decision  Date  -  Of  the  380  audits,  174  do  not  have  final 
action  on  the  entire  audit  one  year  from  the  management  decision.  Explanations  for  these  audits 
are  contained  in  Appendix  A  to  this  report.  Many  of  the  management  decisions  to  effect 
corrective  action  on  these  audits  involve  development  of  long-term  automated  system  changes, 
regulations,  and  directives;  legal  implications;  actions  by  non-USDA  agencies;  and  time- 
consuming  collection  processes.  Of  the  1 74  audits,  management  has  completed  action  on  906 
recommendations  which  represents  more  than  50%  of  the  total  recommendations  for  these  audits. 
776  recommendations  remain  open.  195  audits  have  recommendations  scheduled  for  completion 
within  the  one  year  period  after  management  decision  and,  therefore,  are  not  included  in 
Appendix  A. 

Under  Appeal  or  Legislative  Solution  -  Of  the  380  audits  without  final  action,  1 1  audits 
containing  61  recommendations  are  either  under  appeal  or  require  a  legislative  solution  to  effect 
final  action.  These  audits  involve  $5,271,014  in  disallowed  costs  and  $402,495  in  funds  that 
could  be  put  to  better  use.  Although  the  appeal  and  legislative  processes  preclude  final  action  on 
these  audits  in  their  entirety,  management  completed  action  on  three  recommendations 
containing  $184,152  in  disallowed  costs.  Management  also  completed  action  on  19 
non-monetary  recommendations. 

Format  Change 

The  section  on  audits  incomplete  one  year  from  the  management  decision  date  has  been 
reformatted.  This  section  list  incomplete  audits  by  Mission  Area/ Agency  and  audits  are  grouped 
under  general  subheading  consolidating  like  reasons  for  incomplete  final  action.  This  approach 
makes  the  report  more  reader  friendly  and  increases  its  usefulness  as  a  management  tool. 
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FINAL  ACTION  ON  OIG  AUDIT  REPORTS 
WITH  DISALLOWED  COSTS  FOR  THE  6-MONTH  PERIOD 
April  1, 1997  -  September  30, 1997 


For  the  current  reporting  period,  the  chart  on  the  following  page  depicts  the  overall  status 
of  audits  with  disallowed  costs.  As  of  April  1,  1997,  final  action  was  in  process  but  not 
completed  on  182  audits  with  $124,768,145  in  disallowed  costs.  Management  decisions  were 
made  during  this  period  on  48  audits  with  $12,144,531  in  disallowed  costs.  Management 
implemented  final  action  on  52  audits.  As  a  result,  $4,715,063  which  should  not  have  been 
charged  to  USDA  programs  were  recovered.  Uncollectible  debts  in  the  amount  of  $1,650,060 
were  written  off  due  to  bankruptcies,  excessive  collection  costs,  legal  determinations,  or 
terminations  in  program  participation. 
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Final  Action  on  OIG  Audit  Reports 
With  Disallowed  Costs 
April  1, 1997  -  September  30, 1997 


Disallowed  Costs 


Number  of 

Audit  Reports  Dollars 


A.  Management  decisions  with  no  final 
action  as  of  April  1,  1997 

182' 

124,768, 1452 

B.  Management  decisions  made  during 
the  period 

48 

12,144,531 

C.  Total  management  decisions  (A  +  B) 

230 

136,912,676 

D.  Final  action  on  audit  reports 

52 

7,422,548 

1.  Recoveries 

(a)  Collections 

3,177,891 

(b)  Other 

1,537,172 

(c)  Property  in  lieu  of  cash 

2.  Writeoffs 

1,650,060 

3.  Subtotal  (1  +  2) 

6,365, 1233 

E.  Audit  reports  needing  final  action  as 
of  September  30,  1997 

178 

129,490,128 

'Increased  by  one  audit  due  to  miscount  of  audits  by  OCFO. 

decreased  OIG’s  agreed  amount  by  $120,082.  OIG  incorrectly  input  the  amount. 

3The  OIG  agreed  amount  of  $1,074,497  was  decreased  due  to  appeal  reductions  and  a  change  in 
management  decision.  An  increase  of  $17,072  is  due  to  interest  on  loans.  This  amount  reflects  a 
difference  of  $1,057,425. 
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FINAL  ACTION  ON  OIG  AUDIT  REPORTS 
WITH  FUNDS  TO  BE  PUT  TO  BETTER  USE  FOR  THE  6-MONTH  PERIOD 

April  1, 1997  -  September  30, 1997 


For  the  current  reporting  period,  the  chart  on  the  following  page  depicts  the  overall  status 
of  audits  with  funds  to  be  put  to  better  use.  As  of  April  1 ,  1 997,  final  action  was  in  process  but 
not  completed  on  59  audits  with  $1,367,081,795  in  funds  recommended  to  be  put  to  better  use. 
Management  decisions  were  made  during  this  period  on  7  audits  with  $18,193,692  in  funds  to  be 
put  to  better  use.  Management  completed  final  action  on  14  audits.  As  a  result,  $138,515,626  in 
funds  was  put  to  a  better  use,  and  $56,528  could  not  be  put  to  a  better  use. 
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Final  Action  on  OIG  Audit  Reports 
With  Funds  To  Be  Put  To  Better  Use 
April  1, 1997  -  September  30, 1997 


Funds  To  Be  Put  To  Better  Use 


Number  of 

Audit  Reports  Dollars 


A.  Management  decisions  with  no 
final  action  as  of  April  1,  1997 

59 

1,367,081,795 

B.  Management  decisions  made  during 
the  period 

7 

18,193,692 

C.  Total  management  decisions  (A  +  B) 

66 

1,385,275,487 

D.  Final  action  on  audit  reports 

14 

139,002,476 

1.  Value  of  recommendations 
implemented 

138,515,626 

2.  Value  of  recommendations  not 
implemented 

56,528 

3.  Subtotal  (1  +  2) 

138,572,154' 

E.  Audit  reports  needing  final  action  as 
of  September  30,  1 997 

52 

1,246,273,011 

'This  reflects  a  decrease  to  OIG’s  agreed  amounts  by  $430,322  due  to  documentation  and  appeal 
reductions. 
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AUDITS  UNDER  APPEAL  OR  LEGISLATIVE  SOLUTION 

April  1,  1997  -  September  30,  1997 


The  table  on  the  following  page  reflects  1 1  audits  either  under  appeal  or  for  which  a 
legislative  solution  is  necessary  to  effect  final  action.  These  audits  contain  61  recommendations 
involving  $5,271,014  in  disallowed  costs  and  $402,495  in  funds  to  be  put  to  better  use. 

Although  the  appeal  and  legislative  processes  preclude  final  action  on  these  audits  in  their 
entirety,  management  took  action  on  three  recommendations  containing  over  $184,152  in 
disallowed  costs.  Management  also  completed  action  on  19  non-monetary  recommendations. 
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AUDITS  UNDER  APPEAL  OR 
LEGISLATIVE  SOLUTION 
APRIL  1, 1997  -  SEPTEMBER  30, 1997 


Agency 

Administrative 

Appeal 

Judicial 

Appeal 

Legislative 

Solution 

Disallowed* 

Costs 

(Dollars) 

Funds  To 

Be  Put  To 
Better  Use 
(Dollars) 

FSA 

2 

0 

0 

2,290,431 

0 

RMA 

4 

0 

0 

324,921 

0 

RHS 

0 

0 

1 

0 

0 

PCS 

1 

1 

0 

2,530,217 

0 

FS 

0 

1 

0 

0 

402,495 

NRCS 

1 

0 

0 

125,445 

0 

TOTAL 

8 

2 

1 

5,271,014 

402,495 

*Of  this  amount,  action  is  complete  on  $184,152. 
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APPENDIX  A:  AGENCY  AUDITS  WITHOUT  FINAL  ACTION 

ONE  YEAR  FROM  THE  MANAGEMENT  DECISION  DATE 


Agencies  did  not  complete  corrective  action  within  one  year  on  174  audits,  which  contain 
776  open  recommendations.  Agencies  completed  action  on  906  recommendations,  which 
represent  more  than  50%  of  the  total  audit  recommendations.  Audits  included  in  the  report  for 
the  period  October  1,  1996,  through  March  31,  1997,  are  marked  with  an  asterisk  (*)  and  number 
138.  Some  audits  contain  multiple  recommendations  affecting  the  completion  of  final  action. 
These  include  complex  automated  system  changes,  collection  activities,  investigations,  actions  to 
be  taken  by  organizations  other  than  USDA,  and  other  time-consuming  corrective  actions  to 
implement  the  management  decisions. 

Following  is  a  listing  of  individual  audits  without  final  action  within  one  year  from  the 
management  decision  date.  Items  are  detailed  by  specific  agencies  within  each  mission  area. 
Audits  involving  multiple  agencies,  which  are  identified  by  an  audit  number  beginning  with 
“50",  may  be  listed  more  than  once.  Also,  for  various  reasons,  the  Agency  occasionally 
discovers  that  the  actual  monetary  amounts  in  question  are  greater  or  lesser  than  the  amounts 
cited  in  the  audit  reports.  In  such  instances,  the  revised  amounts  are  reflected  in  the  detailed 
listing  and  are  accompanied  by  a  footnote  indicating  the  amount  of  the  increase  or  decrease. 


AGENCY  AUDITS  WITHOUT  FINAL  ACTION 
1  YEAR  FROM  THE  MANAGEMENT  DECISION  DATE 

(DOLLARS) 


This  amount  reflects  an  increase  of  $14,664  discovered  by  the  agency. 


This  amount  reflects  an  increase  of  $7,856  discovered  by  the  agency. 


A-3 


1 

< 


co  'j  in  0 


This  amount  reflects  an  increase  of  $1,415  discovered  by  the  agency. 
lThis  amount  reflects  an  increase  of  $202,770  discovered  by  the  agency. 
’This  amount  reflects  an  increase  of  $25,548  discovered  by  the  agency. 
’This  amount  reflects  a  decrease  of  $16,033  due  to  an  appeal  reduction. 


This  amount  reflects  a  decrease  of  $9,009  due  to  an  appeal  reduction. 


This  amount  reflects  a  decrease  of  $4,561  due  to  documentation  by  the  agency. 
*This  amount  reflects  an  increase  of  $3,216  discovered  by  the  agency. 

°This  amount  reflects  an  increase  of  $1 19,092  discovered  by  the  agency. 


t"-- 

< 


This  amount  reflects  an  increase  of  $17,647  discovered  by  the  agency. 
This  amount  reflects  an  increase  of  $9,620  discovered  by  the  agency. 


A-8 


A-9 


Ol-V 


A-l  1 


A-12 


A- 13 


AGENCY  AUDITS  WITHOUT  FINAL  ACTION 
1  YEAR  FROM  THE  MANAGEMENT  DECISION  DATE 

(DOLLARS) 


This  amount  reflects  a  decrease  of  $9,097,551  due  to  documentation  from  the  agency. 


A- 15 


AGENCY  AUDITS  WITHOUT  FINAL  ACTION 
1  YEAR  FROM  THE  MANAGEMENT  DECISION  DATE 

(DOLLARS) 


This  amount  reflects  a  decrease  of  $561,971  due  to  documentation  from  the  agency. 


A- 17 


A- 18 


AGENCY  AUDITS  WITHOUT  FINAL  ACTION 
1  YEAR  FROM  THE  MANAGEMENT  DECISION  DATE 

(DOLLARS) 


A- 19 


AGENCY  AUDITS  WITHOUT  FINAL  ACTION 
1  YEAR  FROM  THE  MANAGEMENT  DECISION  DATE 

(DOLLARS) 


A-20 


This  amount  reflects  an  increase  of  $14,991,026  discovered  by  the  agency. 


A-22 


A-23 


A-24 


A-25 


AGENCY  AUDITS  WITHOUT  FINAL  ACTION 
1  YEAR  FROM  THE  MANAGEMENT  DECISION  DATE 

(DOLLARS) 


A-26 


AGENCY  AUDITS  WITHOUT  FINAL  ACTION 
1  YEAR  FROM  THE  MANAGEMENT  DECISION  DATE 

(DOLLARS) 


A-27 


AGENCY  AUDITS  WITHOUT  FINAL  ACTION 
1  YEAR  FROM  THE  MANAGEMENT  DECISION  DATE 

(DOLLARS) 


A-28 


A-29 


AGENCY  AUDITS  WITHOUT  FINAL  ACTION 
1  YEAR  FROM  THE  MANAGEMENT  DECISION  DATE 

(DOLLARS) 


A-30 


A-31 


A-32 


A-33 


A-34 


AGENCY  AUDITS  WITHOUT  FINAL  ACTION 
1  YEAR  FROM  THE  MANAGEMENT  DECISION  DATE 

(DOLLARS) 


A-35 


A-36 


A-37 


This  amount  reflects  an  increase  of  $4,167  discovered  by  the  agency. 


AGENCY  AUDITS  WITHOUT  FINAL  ACTION 
1  YEAR  FROM  THE  MANAGEMENT  DECISION  DATE 

(DOLLARS) 


On 

ro 

< 


This  amount  reflects  an  increase  of  $264,696  discovered  by  the  agency. 


AGENCY  AUDITS  WITHOUT  FINAL  ACTION 
1  YEAR  FROM  THE  MANAGEMENT  DECISION  DATE 

(DOLLARS) 


A-40 


AGENCY  AUDITS  WITHOUT  FINAL  ACTION 
1  YEAR  FROM  THE  MANAGEMENT  DECISION  DATE 

(DOLLARS) 


A-41 


A-42 


A-43 


A-44 


A-45 


A-46 


A-47 


A-48 


A-49 


AGENCY  AUDITS  WITHOUT  FINAL  ACTION 
1  YEAR  FROM  THE  MANAGEMENT  DECISION  DATE 

(DOLLARS) 


A-50 


A-51 


AGENCY  AUDITS  WITHOUT  FINAL  ACTION 
1  YEAR  FROM  THE  MANAGEMENT  DECISION  DATE 

(DOLLARS) 


A-52 


A-53 


A-54 


A-55 


A-56 


AGENCY  AUDITS  WITHOUT  FINAL  ACTION 
1  YEAR  FROM  THE  MANAGEMENT  DECISION  DATE 

(DOLLARS) 


A-57 


AGENCY  AUDITS  WITHOUT  FINAL  ACTION 
1  YEAR  FROM  THE  MANAGEMENT  DECISION  DATE 

(DOLLARS) 


A-58 


A-59 


A-60 


AGENCY  AUDITS  WITHOUT  FINAL  ACTION 
ONE  YEAR  FROM  THE  MANAGEMENT  DECISION  DATE 
TOTALS  BY  MISSION  AREA 
(DOLLARS) 


Mission  Area 

Disallowed  Costs 
Total 

(Remaining) 

Funds  To  Be  Put 
To  Better  Use 
Total 

(Remaining) 

Farm  and  Foreign  Agriculture 

$83,140,796 

($41,636,312) 

$505,372,229 

($210,029,702) 

Food,  Nutrition  and  Consumer  Service 

$16,028,531 

($3,310,884) 

$154,555,957 

($154,555,957) 

Food  Safety 

$0 

($0) 

$0 

($0) 

Marketing  and  Regulatory  Programs 

$3,545,007 

($3,545,007) 

$260,386 

($251,573) 

Natural  Resources  and  Environment 

$79,754 

($72,762) 

$51,316,086 

($1,879,864) 

Research,  Education  and  Economics 

$1,101,122 

($748,748) 

$2,034,076 

($0) 

Rural  Development 

$1,837,416 

($1,822,861) 

$258,575,693 

($64,078,386) 

Departmental  Offices 

$0 

($0) 

$0 

(SO) 

TOTAL 

$105,732,626 

($51,136,574) 

$972,114,427 

($430,795,482) 

A-61 


. 


